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Report Highlights:

Vietnam’s MY2015/16 overall coffee production is slightly revised down from about 29.3 million bags
to 28.9 million bags reflecting a slightly smaller production of Robusta. The forecast for MY2016/17
production is revised down from about 27.3 million bags to 26.6 million bags, about an 8 percent drop
compared to that of MY2015/16 due to dry weather conditions caused by EI Nino.



Executive Summary:

The recent El Nino which lasted from March 2015 through May 2016, strongly impacted Vietnam’s
coffee production , mainly in the Central Highland, which is the heart of coffee production. However,
the longer dry season also helped with the flowering and pollinating of coffee trees. Some areas
received less than adequate rain due to lower rainfall, which affected water supply resources in
reservoirs including lakes and streams. Coffee trees in the affected areas withered and young cherries
dried up and fell off, after the flowering stage.

Adequate rains starting from August helped the coffee trees recover after a particularly harsh dry period.
Overall, nightly rains and good daytime sunshine were favorable conditions for coffee development and
growth. Additionally, timely fertilizer applications helped farmers provide adequate nutrition not only
necessary for normal coffee cherries development, but also for producing useful branches for
MY2017/18 production.

According to traders, the MY2016/17 coffee production in the Central Highlands was slightly damaged
by dry and hot weather conditions. A huge crop loss was averted due to the timely start of the rainy
season.

The economics of coffee production is changing in Vietnam. Farmers are changing from producing
coffee to growing other cash crops such as black pepper, avocado, and passion fruit in order to generate
higher incomes. This change is reducing coffee areas especially in Dak Lak, where arable land is
limited. In other provinces like Dak Nong and Lam Dong, where arable land reserve is still available,
the new arable land is used more for growing black pepper and avocado. In short, coffee production is
facing strong competition from black pepper production and this ongoing situation is impacting the
expansion of coffee planted area in Dak Nong and Lam Dong.

Commodities:
Coffee, Green



Production:

MY?2015/16 crop:
Vietnam’s MY2015/16 overall coffee production is slightly revised down from about 29.3 million bags
to 28.9 million bags, mainly as a result of a smaller Robusta crop.

MY2016/17 crop:

The forecast for MY2016/17 production is revised down from about 27.3 million bags to 26.6 million
bags, which is about an 8 percent drop compared to MY2015/16 due to dry weather conditions caused
by El Nino and late rains by the end of 2016. EI Nino caused a 7 percent drop in production while the
late rains further reduced production by another 1 percent. The average yield for coffee, therefore, is
expected to decrease from 2.45 ton per hectare to 2.41 tons per hectare.

Coffee Production by Marketing Year (Oct.-Sept.) (green bean)

MY2014/15 MY2015/16 MY?2016/17
estimate Forecast
Old New Old New
Marketing year begins Oct. 2014 Oct. 2015 Oct. 2015 | Oct. 2016 | Oct. 2016
Production (thousand bags) 27,400 29,300 28,930 27,276 26,616
Average yield (tons/ha) 2.51 2.66 2.65 2.45 241

Source: Post estimates

Dry and Hot Weather

In the Central Highlands, which is the main coffee growing area, the rainy season is normally from May
to October. However, occasional rain from March to May is very important for growing coffee. El
Nino is a natural phenomenon that causes dry and hot weather, less rain and reduces annual rainfall. The
rain returned after the EI Nino conditions. However, the rain was unable to help the coffee trees recover
more quickly. It started raining in May 2016 in the Central Highlands and the May-June rainfall was
adequate. However, July rainfall was the lowest in the last four years. In 2016, the total rainfall from
January to August was about 81 percent of the 15-year average.

The recent EI Nino heavily impacted coffee production in Vietnam — one of the hardest hit areas was the
Central Highlands. The weather conditions were extremely harsh leaving numerous coffee farms
suffering from water shortages. The harsh weather conditions left many coffee trees weak and resulted
in trees producing fewer cherries.

In small areas producing Arabica in Lam Dong province, the hot weather conditions had a negative
impact on production due to increased pest and disease incidence. Farmers had to replace Arabica trees
with new Robusta varieties. The MY2016/17 production of Arabica coffee is revised down to 1.045
million bags down from 1.1 million bags of MY206/17.

Change in Coffee Area — Strong Competition from Other Better Cash Crop



There is some new planted areas in Dak Nong, Lam Dong and Kon Tum provinces in MY2016/17, the
total new planted area, however, does not have any significant change compared to MY2015/16. In
Lam Dong, farmers are replanting old trees by grafting the old stems with sprouts of new varieties. The
latter are naturally selected in coffee farms in the province, mostly in Bao Loc and Bao Lam districts.

Currently, Vietnam is the world’s leading producer and exporter of black pepper. Farmers are earning
higher income from growing black pepper. This situation is luring farmers to switch sizeable parts of
their farms to growing pepper. The expansion could pose a threat to coffee production in the Central
Highlands.

Estimate of Vietnam’s Coffee Areas by Province

Province Approximate Coffee Approximate Coffee Approximate Coffee Approximate Coffee
Area Area Area Area
in MY2014/15 in MY2015/16 in 2016/17 (old) in 2016/17 (new)

Dak Lak 209,760 209,000 210,000 190,000
Lam Dong 151,565 154,000 155,000 162,000
Dak Nong 131,895 126,000 128,000 135,000
Gia Lai 83,168 80,000 82,000 82,500
Dong Nai 20,800 21,000 21,000 21,000
Binh Phuoc 15,646 16,000 16,000 16,000
Kontum 12,390 14,000 14,000 13,500
Son La 10,650 12,000 12,000 12,000
Ba Ria - Vung 15,000 15,000 15,000 15,000
Tau
Quang Tri 5,050 5,050 5,000 5,000
Dien Bien 3,385 4,500 4,500 4,500
Others 5,700 5,700 5,700 5,700
Total 665,009 662,250 668,200 662,200

Sources: Provincial DARDs, MARD, Local exporters, Local traders.

Consumption:

Post revises the estimate for domestic consumption for roasted and ground coffee slightly up from 2.25
million bags to 2.28 million bags for the MY2015/16, due to the continuing growth of coffee shops and
cafes. Vietnamese coffee drinkers prefer roasted and ground coffee because of its full-bodied and
original flavors. The domestic coffee market remains fierce with strong competition coming from well-
known foreign coffee brands such as Dunkin Donuts, Coffee Beans and Tea Leaves, Gloria Jeans, My
Life Coffee, McCafe, PJ’s including several Korean coffee chains like Coffee Bene, The Coffee House,
and The Urban Station. Additionally, the coffee-to-go concept is also booming in the big cities where
coffee vendors sell coffee on the roadside from their motorbikes - ready to travel to several places in
cities serving coffee drinker on their way to work.



Trade:

Exports

Post revises the estimate for Vietnam’s MY 2015/16 total coffee exports, including green beans, roasted
and ground, and instant coffee, up from 28.05 million bags to 29.50 million bags due mainly to the
increase of green bean coffee exports. Total export for MY 2016/17 is forecast at about 25.1 million
bags, or about 1.5 million tons.

Green Bean Exports:

According to trade data, Vietnam exported about 26.95 million bags of green coffee beans in MY
2015/16, which is an increase of about 36.19 percent compared to MY 2014/15, due to a global supply
shortfall of Robusta. MY 2016/17 green bean export is forecast at 22.55 million bags, or about 1.35
million tons, due to expected low coffee production in MY 2016/17.

The MY 2015/16 green bean exports volume include the 1.75 million bags in bonded warehouses. For
MY 2016/17, Post forecasts green bean coffee exports at 22.55 million bags, down from 25.15 million
bags or 10.34 percent of the official forecast and from 26.95 million bags or 16.33 percent of green bean
export in MY 2015/16 due to low carry over stock and expected lower production.

Soluble and Roasted Exports:

Post maintains exports of roasted coffee in MY2015/16 at 550,000 bags. However, exports of soluble
were revised from 1.5 million bags to 2.0 million bags GBE (Green Bean Equivalent). Post forecasts
the same volume for MY2016/17 due to the flat growth of these sectors.

Volume of Coffee Export by Month (mition bags)
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Top Ten Vietnam Green Bean Coffee Export Markets in MY2014/2015 and MY2015/2016



(Unit: 60kg bag x 1,000)

Export Markets MY 2014/2015 MY 2015/2016

1 Germany 2,093 3,412
2 USA 1,820 3,267
3 Spain 1,736 1,834
4 Italy 1,455 1,897
5 Japan 975 1,406
6 Belgium 854 872
7 Algeria 773 960
8 Russia 741 983
9 Philippines 544 477
10 China 417 407
Subtotal 11,484 15,515

Others 8,849 11,438

Total 20,333 26,953

Source: Traders

Imports:
Vietnam continues to import small quantities of green coffee beans, as well as roasted and instant coffee
from Laos, Indonesia, Brazil, and the United States. Vietnam’s import of roasted/ground coffee from
the United States has increased in the past couple of years due to the expanding coffee retail sector.
U.S. brands such as Starbucks, McCafé, and Dunkin Donuts, and PJ’s Coffee including several South
Korean coffee brands have expanded their outlets widely in Vietnam’s big cities.

Total coffee imports in MY 2015/16 are estimated at 630,000 bags GBE. Of the total, about 160,000
bags GBE are soluble coffee, 20,000 bags GBE are roast and ground, and 450,000 bags are green bean
imports. Post’s forecast for MY 2016/17 total coffee imports is 640,000 bags.

PRICES

Export Prices:

In MY 2015/16, the monthly export price of common ungraded green bean Robusta (FOB HCMC)
decline to the lowest level over the past five MYs during the January to March 2016 period. After, the
price increased from March 2016 to September 2016, due to adverse weather conditions that impacted
coffee production in both Vietnam and Brazil.



Average Export Prices for Green Coffee, MY11/12 to MY 15/16
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Domestic Prices:

Local prices for Robusta Beans in Major Coffee Growing Provinces in MY 2015/16
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The domestic price for Robusta common ungraded coffee beans in MY 2015/16 declined to very low
levels around VND 32,000/kg, in Lam Dong in January 2016, compared to VND 39,600/kg in Lam
Dong during the same period in 2015. Prices bottomed out during February and March 2016, and have
rebounded steadily in April-September due to unfavorable harvest in Brazil and drought conditions in
parts of Vietnam. The price conditions were significantly different in MY 2014/15, prices declined
steadily from the beginning through the end of the marketing year.

Stocks
Post estimates the MY 2015/16 ending stocks at about 3.8 million bags, or about 40.37 percent lower

than MY2014/15 ending stocks, due to higher export volume. Post’s forecast for MY 2016/17 ending
stocks is about 3.09 million bags, lower compared to MY 2015/16, due to lower coffee production.



Statistical Tables:

Production, Supply and Demand Data Statistics:

Vietnam’s Coffee Production, Supply and Demand (PSD)

Coffee, Green
Market Begin Year

Vietnam

Area Planted

Area Harvested
Bearing Trees
Non-Bearing Trees
Total Tree Population
Beginning Stocks
Arabica Production
Robusta Production
Other Production
Total Production
Bean Imports
Roast & Ground
Imports

Soluble Imports
Total Imports

Total Supply

Bean Exports
Rst-Grnd Exp.
Soluble Exports
Total Exports

Rst,Ground Dom.
Consum

Soluble Dom. Cons.
Domestic
Consumption
Ending Stocks
Total Distribution

2014/2015
Oct 2014
USDA
Official

O O O O o

2130
1050
26350

27400
450
10

130
590
30120
19791
457
1282
21530
1917

300
2217

6373
30120

New
Post

O O O O o

2130
1050
26350

27400
450
10

130
590
30120
19791
457
1282
21530
1917

300
2217

6373
30120

2015/2016
Oct 2015
USDA
Official

O O O O o

6373
1100
28200

29300
450
20

160
630
36303
26000
550
1500
28050
2250

350
2600

5653
36303

New
Post

O O O O o

6373
1100
27830

28930
450
20

160
630
35933
26953
550
2000
29503
2280

350
2630

3800
35933

2016/2017
Oct 2016
USDA
Official

O O O O o

5653
1050
26225

27275
450
30

160
640
33568
25150
550
1500
27200
2500

368
2868

3500
33568

New
Post

O O O o o

3800
1045
25571

26616
450
30

160
640
31056
22549
550
2000
25099
2500

370
2870

3087
31056






